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Abstract

Liquidity risk management is one of the crucial aspects in maintaining the operational continuity and financial stability of
companies. This study aims to explore various strategies employed by Indonesian companies in managing liquidity risk, as
well as their impact on financial resilience. The main focus of this research includes cash flow management, financing source
diversification, technology utilization, debt management, and the use of hedging strategies. The research findings show that
companies with effective liquidity management strategies, such as the use of cash flow projections and cloud-based
technology, are more resilient in uncertain market conditions. Furthermore, financing diversification through revolving
credit, capital markets, and equity provides flexibility in accessing the necessary funds during liquidity crises. Managing debt
with a balance between short-term and long-term debt also plays an important role in reducing liquidity pressure. On the
other hand, hedging against exchange rate and interest rate fluctuations using derivative instruments helps companies
mitigate external risks that could affect their liquidity. The study concludes that the implementation of these strategies is
essential in maintaining liquidity stability and the competitiveness of companies in the face of global economic challenges.
Therefore, companies need to develop adaptive and sustainable liquidity management policies to face future economic
uncertainties.
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1. Introduction

Liquidity risk management in corporate finance is an increasingly important topic in the business world,
especially amidst global economic uncertainty and market volatility. Liquidity risk occurs when a company is
unable to meet its short-term financial obligations without incurring significantly high costs or harming its
operational performance [1]. In many cases, a company’s inability to manage adequate cash flow can affect
operational sustainability and investor confidence in the company [2]. Therefore, effective liquidity risk
management can help companies maintain financial resilience and avoid the negative impact of cash shortages.
Poorly managed liquidity risk can lead a company to sell assets at unfavorable prices or take on high-interest
debt, which can worsen its financial position [3]. Moreover, if a company fails to meet its obligations, it can
damage relationships with creditors and investors, which affects the reputation and long-term sustainability of
the company [4]. Therefore, effective liquidity risk management strategies are crucial to protect the financial
stability of companies amidst various market pressures and uncertain economic conditions.

In efforts to manage liquidity risk, companies need to adopt various strategies, such as closely monitoring and
planning cash flows, maintaining adequate cash reserves, and using flexible financial instruments like short-term
credit facilities or revolving loans [5]. The use of technology has also become key in liquidity management,
where companies can leverage information systems and cloud-based software to monitor cash flows in real-time
and plan liquidity needs more accurately [6]. Additionally, the importance of prudent management of short-term
debt cannot be overlooked. Good management of short-term debt can reduce dependence on more expensive
debt and help companies alleviate liquidity pressures. A study shows that companies with healthier and more
balanced debt structures tend to be more capable of managing liquidity risks and surviving longer in challenging
economic conditions [7].
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Adaptive and sustainable liquidity risk management strategies are also required to address the increasing
uncertainty caused by external factors such as fluctuations in the prices of goods and services, changes in
government policies, and the impact of disruptive technologies in the global economy [8]. Therefore, this
research aims to analyze the various strategies employed by companies in managing liquidity risk and their
impact on financial resilience. The study is expected to provide insights and recommendations that will be
beneficial to companies in designing more effective and sustainable liquidity management strategies. Liquidity
risk management in corporate finance is an increasingly important topic, given its critical role in maintaining the
financial stability and resilience of companies. In today’s business world, which is full of uncertainty, liquidity
risk is not only associated with a company’s inability to meet its short-term obligations but also with the
significant impact on the continuity of operations and the long-term sustainability of the company [9]. Moreover,
in the midst of uncertain economic conditions, such as a global financial crisis or changes in fiscal policies,
companies that do not have a well-prepared liquidity plan will struggle to survive [10].

To address this risk, companies must build a solid system to manage cash flow, monitor liquidity needs
periodically, and prepare liquidity reserve strategies that can be accessed quickly. This is important because
market uncertainties can affect a company's ability to sell assets or obtain funds from other financing sources. On
the other hand, a lack of liquidity reserves can force a company to sell assets at a low price or, worse, take on
high-interest debt that could burden the company's finances in the long term [11]. One strategy that companies
can use to mitigate liquidity risk is to diversify their financing sources, ensuring that they are not dependent on a
single type of instrument or financial institution. This diversification may involve utilizing money market
instruments, revolving credit, or even more flexible equity options. By having multiple financing channels,
companies can more easily access funds when needed and reduce their reliance on more expensive financing
sources, particularly during periods of high liquidity pressure [12].

Moreover, effective liquidity risk management requires a deep understanding of the company’s cash position and
future cash flow projections. Information technology has become an increasingly important tool in this regard, as
companies can use cloud-based software and systems to monitor and plan cash flow in real-time [13]. These
systems allow companies to identify potential liquidity issues early and provide warnings to take appropriate
preventive actions. The application of technology also helps companies formulate more efficient and accurate
liquidity strategies. Effective liquidity risk management also requires careful debt management. Companies need
to ensure that their debt structure is not only balanced between long-term and short-term debt but also capable of
meeting financial obligations without placing excessive pressure on their cash flow. A study shows that
companies with a healthy debt management structure tend to have a greater ability to manage liquidity risk, as
they can avoid urgent short-term debt withdrawals and more easily access the resources needed to survive during
crises [14].

Market uncertainties can affect a company’s ability to sell assets or obtain funds from other financing sources.
On the other hand, a lack of liquidity reserves can force a company to sell assets at a low price or, worse, take on
high-interest debt that could burden the company's finances in the long term [11]. One strategy that companies
can use to mitigate liquidity risk is by diversifying their financing sources, ensuring that they are not dependent
on a single type of instrument or financial institution. This diversification may involve utilizing money market
instruments, revolving credit, or even more flexible equity options. By having multiple financing channels,
companies can more easily access funds when needed and reduce reliance on more expensive financing sources,
especially during periods of high liquidity pressure [12].

Additionally, effective liquidity risk management requires a deep understanding of the company’s cash position
and future cash flow projections. Information technology has become an increasingly important tool in this
regard, as companies can use cloud-based software and systems to monitor and plan cash flow in real-time [13].
These systems allow companies to identify potential liquidity issues early and provide alerts to take appropriate
preventive actions. The application of technology also helps companies formulate more efficient and accurate
liquidity strategies. Effective liquidity risk management also requires careful debt management. Companies need
to ensure that their debt structure is not only balanced between long-term and short-term debt but also capable of
meeting financial obligations without placing excessive pressure on their cash flow. A study shows that
companies with a healthy debt management structure tend to have a greater ability to manage liquidity risk, as
they can avoid urgent short-term debt withdrawals and more easily access the resources needed to survive during
crises [14].

Additionally, companies need to maintain good relationships with financial institutions and investors to ensure
the availability of funds during emergencies. One approach that can be adopted is to have access to more flexible
credit facilities and maintain adequate cash reserves to address emergency situations. Ultimately, the success of a
company in managing liquidity will heavily depend on its ability to plan effectively and use the right instruments
to maintain financial stability in the long run [15]. Finally, it is important to note that in the digital era,
companies are increasingly facing new challenges and opportunities that can affect their liquidity risks. Digital
transformation in the business world offers opportunities to improve operational efficiency but also creates new
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challenges related to technology integration, which requires significant financial resources. Therefore, companies
need to develop flexible and adaptive liquidity management strategies that can respond to rapid changes in
technology and the global market.

In addition to carefully managing cash flow and using flexible financial instruments, an important approach to
managing liquidity risk is designing an effective debt management policy. Excessive or poorly managed debt can
impact a company's cash flow and increase liquidity pressures that ultimately harm the company’s stability.
Therefore, companies need to balance equity resources with long-term debt to create a healthier and more
sustainable financing structure [16]. Additionally, good debt management policies also involve choosing
financing types that help companies avoid pressure when liquidity is low, such as more flexible long-term loans.
Additionally, changes in the global financial markets are increasingly affecting the liquidity risks faced by
companies. Economic globalization and fluctuations in international markets can lead to instability that impacts a
company’s ability to secure funding. Companies operating in global markets must consider the impact of
changes in international monetary policies and the influence of exchange rates on their cash flows. In this
context, effective liquidity risk management must also involve a deep understanding of international market
movements and their risks to the company’s cash flow and financial obligations [17].

One way companies can address the impacts of international market instability is by engaging in hedging against
exchange rate and interest rate risks. Hedging allows companies to protect the value of their assets and liabilities
from unfavorable changes in the global financial markets. By using derivative instruments such as futures
contracts, options, or swaps, companies can reduce the uncertainties arising from market fluctuations and
maintain their liquidity stability [18]. The implementation of this strategy can be an effective tool in reducing
liquidity risk, especially for multinational companies exposed to fluctuations in exchange rates and interest rates.
On the other hand, companies can also use data-driven predictive models to forecast potential liquidity crises in
the future. By leveraging big data and machine learning, companies can analyze past cash flow patterns and
identify potential liquidity issues that may arise in the future. These predictive models enable companies to plan
and mitigate potential risks more proactively, before liquidity issues evolve into a crisis [19]. This is crucial
given the increasing uncertainty in financial markets and the challenges companies face in maintaining their cash
flow balance.

In addition, greater attention needs to be given to the social aspect and the reputation of the company in
managing liquidity risk. A company known for maintaining financial stability and meeting its short-term
obligations tends to gain more trust from investors and creditors. Conversely, the inability to manage liquidity
can lead to a loss of trust, which may potentially reduce the company's market value. Therefore, companies need
to develop transparent and effective communication policies with stakeholders to maintain the company’s image
in the eyes of the public and investors [20]. Given the importance of liquidity risk management, especially in the
face of global economic uncertainty and technological advancements, this research aims to further explore the
various strategies companies adopt to manage liquidity risk and their impact on the financial resilience of the
company. Amid rapid digital developments, how companies can integrate technology and data analytics into
their liquidity management strategies will be a key focus of this research.

2. Research Methods

This study uses a qualitative approach with a case study to explore the phenomenon of liquidity risk management
in several companies in Indonesia. The case study approach was chosen as it allows the researcher to deeply
investigate the liquidity management practices applied in these companies, and to understand how these
strategies impact the companies' financial resilience amidst global economic uncertainty. This case study also
allows the researcher to analyze the differences and similarities between companies from various sectors, such as
manufacturing, trading, and digital technology, in managing their liquidity risk.Purposeful sampling is used to
select relevant companies for this research. The selected companies are large and medium-sized firms with
transparent liquidity management policies or those that have experienced significant liquidity challenges over the
past few years. This selection is made to gain insights from companies that have implemented various liquidity
management strategies, both successful and challenging ones. The researcher will choose 5 to 7 companies from
different sectors to ensure diverse data collection.

Data collection will be conducted through in-depth interviews with financial managers, risk heads, and senior
executives of the companies who are directly involved in liquidity management. The interviews will follow a
semi-structured guide, allowing flexibility in exploring key topics such as liquidity strategies, challenges faced,
technology use in cash flow management, and the company’s debt policy. These interviews will provide the
researcher with deeper insights into the strategic decisions taken by companies to address liquidity risk, as well
as the obstacles they face in implementing these policies.Data analysis will be carried out using thematic
analysis, which focuses on identifying key themes and patterns emerging from the interviews. The interview data
will be coded to identify important topics, such as technology usage, diversification of funding sources, debt
management, and the impact of liquidity management on the company’s performance and reputation. This
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analysis will help identify the underlying factors influencing the companies' liquidity decisions and provide an
overview of best practices that could be adopted by other companies.

In addition to interviews, secondary data will be used to support this research. Company documentation, such as
financial reports, liquidity management policies, and funding strategies, will be analyzed to provide additional
confirmation of the findings from the interviews. Annual reports and financial statements will offer insight into
how liquidity management policies are applied in practice and their impact on the company’s financial
health.Overall, this study aims to provide deeper insights into the liquidity risk management strategies employed
by companies in Indonesia and their impact on their financial resilience. With the qualitative case study
approach, this research is expected to identify key factors influencing the effectiveness of liquidity strategies and
provide valuable recommendations for companies to manage their liquidity risks more effectively and
sustainably.

This study aims to analyze the liquidity risk management practices implemented by various companies in
Indonesia, focusing on sectors that face significant challenges related to cash flow and financial stability.
Through case studies of large and medium-sized companies in manufacturing, retail, technology, energy,
finance, and infrastructure sectors, this research will explore various strategies employed by companies to
manage liquidity risk, such as diversifying funding sources, using technology to monitor cash flow, and careful
debt management. By understanding the approaches adopted by these companies, this study is expected to
provide valuable insights for other companies in designing more effective and sustainable liquidity management
policies amidst global economic uncertainty.

Table 1. List of Indonesian Companies by Industry Sector for Liquidity Risk Management Case Study

Sector Company Description

A large company in the automotive
and manufacturing sector with
transparent liquidity management
policies.

A consumer goods company
managing liquidity risks through
cash flow management and liquidity
reserves.

A large company in the food and
beverage sector with relevant
liquidity management practices.
A major retail company in Indonesia
that relies on stable cash flow and
effective liquidity management.
A company in the retail sector that

Retail & Trading PT Hero Supermarket Tbk faces liquidity challenges due to
market fluctuations.
Owner of the Alfamart chain with
PT Sumber Alfaria Trijaya Tbk  liquidity policies needing attention in
a highly competitive market.
A telecommunications company

PT Astra International Tbk

Manufacturing PT Unilever Indonesia Tbk

PT Indofood Sukses Makmur
Tbk

PT Matahari Department Store
Tbk

PT Telekomunikasi Indonesia requiring efficient liquidity
Tbk (Telkom) management for expansion and
infrastructure development.
Technology & An e-commerce and fintech
Digital PT GoTo Gojek Tokopedia Tbk ~ company that relies on efficient cash

flow and flexible liquidity strategies.
A large digital company managing
PT Bukalapak.com Tbk liquidity risk with data-driven and
technological approaches.
An energy company with a complex
financial model requiring careful

PT Perusahaan Gas Negara Tbk

Energy (PGN) liquidity management.
A state-owned energy company with
PT Pertamina (Persero) large liquidity needs for
infrastructure project financing.
. PT Bank Rakyat Indonesia (BRI) The llarges.t bj‘m.k in Indonesia that
Finance requires liquidity management to

Tok support banking operations.
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PT Bank Negara Indonesia

A state-owned bank with crucial
liquidity management policies to

(BNT) Tbk support its operations.
A construction company requiring
PT Wijaya Karya Tbk careful liquidity management in

Infrastructure & large infrastructure projects.

Construction A toll road infrastructure company
PT Jasa Marga Tbk needing strong liquidity strategies for
long-term project financing.
Table 2. Company List
No Company Name Industry Sector Description

PT Astra International

Large automotive and

1 Manufacturing ~ manufacturing company with
Tbk .
complete public data.
) PT Unilever Indonesia ~ Consumer Goods Managing liquidity in a
Tbk Manufacturing consumer goods company.
PT Indofood Sukses Food & Major food and beverage
3 Makmur Tbk Beverage compan
Manufacturing Y
PT Matahari Department . La‘rge'retall Cl.lan.l \.Nlth
4 Retail significant liquidity
Store Tbk -
management strategies.
Retail company facing
5 PT Hero Supermarket Retail market fluctuations and
Tbk liquidity management
challenges.
PT Sumber Alfaria . Owner of the Alfamart r.etall
6 .. Retail network, a large retail
Trijaya Tbk
company.
Largest telecommunications
S Technology & . .
7 PT Telekomunikasi Telecommunicati company with crucial
Indonesia Tbk (Telkom) ons liquidity management for
expansion.
. Major digital company
8 PT GoTo Gojek Technology & heavily reliant on cash flow
Tokopedia Tbk Digital Y
management.
E-commerce company
9 PT Bukalapak.com Tbk E-Commerce & managing liquidity risk
Technology .
during growth phase.
1 DT Perusahaan Gas Ener requiing srong liguidi
Negara Tbk (PGN) gy 4 & glq y
strategy.
State-owned energy company
11 PT Pertamina (Persero) Energy with large exposure to energy
price fluctuations.
Major bank with liquidity
12 PT Bank Rakyat Finance management crucial for
Indonesia (BRI) Tbk banking and credit
distribution.
State-owned bank with
13 PT Bank Negara Finance essential liquidity
Indonesia (BNI) Tbk management for banking
operations.
Major construction company
14 PT Wijaya Karya Tbk Infrastructure & requiring liquidity

Construction

management for large
projects.
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Toll road infrastructure
company with long-term
financing needs.

Infrastructure &

15 PT Jasa Marga Tbk Construction

This study uses a qualitative approach with a case study method to explore liquidity risk management strategies
in several Indonesian companies. The main focus of this research is to understand how these companies manage
liquidity risk and its impact on their financial resilience in the face of market uncertainties and global economic
challenges. Data for this research is collected through in-depth interviews with key informants who have a deep
understanding of liquidity management practices within the companies. Additionally, document analysis, such as
financial reports and company policies, is also used to gather relevant secondary data.

[ Research Design J
I

Qualitative research utilizing a case
study methodology

[

Focus: Liquidity risk management strate-
gies in selected Indonesian companies

[

[ Data Collection ]

Semi-structured Document analysis
interviews with of financial reports,
key informants corporate disclosures,

and relevant records

[ Data Analysis J

« Thematic coding
« |[dentification of patterns and themes
« Deriving insights into risk management practices

Case studies of selected companies
illustrating various approaches to
managing liquidity risk

Figure 1. Research Design

After data collection, thematic analysis is conducted to identify patterns and key themes emerging from the
interviews and analyzed documents. This process helps the researcher gain insights into the various approaches
employed by companies in managing liquidity risk and to extract best practices that can be adopted by other
companies. The results of this study are expected to provide valuable recommendations for Indonesian
companies in designing more effective and sustainable liquidity risk management strategies.

3. Results and Discussion

3.1. Results

The Research Findings Table Based on Coding Themes provides a structured summary of the key themes
identified from the data analysis in this study on liquidity risk management in Indonesian companies. The table
highlights the main themes related to how companies manage liquidity risk, including cash flow and liquidity
management strategies, diversification of financing sources, utilization of technology, debt management, hedging
strategies, and communication with stakeholders. Each theme is supported by the research findings, which show
how companies use specific strategies to mitigate liquidity risk and enhance their financial resilience. These
findings are drawn from a detailed analysis of company practices, revealing that effective management of
liquidity, strategic financing, and transparent communication with stakeholders are critical factors in ensuring
long-term financial stability.

The thematic analysis in the table also uncovers several patterns, such as the widespread adoption of technology
and the diversification of financing sources as crucial tools for managing liquidity risks in dynamic market
conditions. Companies that use real-time cash flow monitoring and maintain flexible financing arrangements are
better equipped to respond to economic uncertainties and market fluctuations. Additionally, the research reveals
that companies with a healthy debt structure, such as those that manage a balance between short-term and long-
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term debt, are more resilient to liquidity pressures. Overall, these findings emphasize the importance of a
comprehensive approach to liquidity management, where both financial and operational strategies work in
tandem to safeguard the company’s financial health in the face of external challenges.

Table 3. Research Findings Table Based on Coding Themes

Code Main Theme Research Findings Thematic Analysis
. . Effective cash flow
Indonesian companies generally use
Cash Flow and S management allows
L cash flow projections and regular cash .
Liquidity oo LS companies to plan for short-
LIQ-1 monitoring to manage liquidity. Many Lo
Management . term liquidity needs and
. large companies rely on cloud-based . ;
Strategies . avoid the risk of cash
systems to monitor cash flow.
shortages.
. . Financing diversification
Many Indonesian companies, .
. . . . . helps companies reduce
Diversification especially large ones, implement a .
. . . . . . dependence on a single
LIQ-2 of Financing diversification strategy for financing . .S
. : . funding source, providing
Sources sources, using revolving loans, equity, o
. flexibility to address
and capital markets. A .
liquidity crises.
Most companies interviewed use cloud- The use of technplogy
S . enhances the efficiency of
Utilization of based software and analytics tools to Y
LIQ-3 T . liquidity management,
Technology plan and monitor liquidity needs in . .
. enabling quicker responses
real-time. h
to market fluctuations.
. . P
Companies with a healthy debt roper debt management,
such as extending long-term
structure, such as large banks and other . .
Debt ) . debt maturity, gives
LIQ-4 major companies, are better at . .
Management D L companies more time to
managing liquidity and avoiding cash . .
meet obligations without
flow pressures. . T
disrupting liquidity.
Careful debt management
Large companies in Indonesia tend to policies, particularly
Debt and . . . .
LIQ-5 Investment choose fixed-interest debt instruments involving long-term fixed-
.. and extend the term of the debt to interest loans, support
Policies . . o C .
maintain financial stability. liquidity risk management in
the long term.
Hedging is effective in
Some companies, especially in the reducing risks arising from
Hedgin energy and manufacturing sectors, use international market
LIQ-6 Stra tg ; egs derivative instruments like futures fluctuations affecting
& contracts to protect against currency exchange rates and interest
and interest rate fluctuations. rates, which in turn impacts
liquidity.
Transparent communication
. Companies that maintain transparent strengthens relationships
Communication .. - .
LIQ-7 with corpmumcatlon with 1nvestqrs 2.11’1.d with stakeholders,. protects
Stakeholders creditors tend to have better liquidity company reputation, and

because their trust is maintained.

provides greater access to
financing resources.

3.1.1. LIQ-1: Cash Flow and Liquidity Management Strategies
Research findings show that Indonesian companies generally use cash flow projections and regular monitoring to
manage their liquidity. Many large companies are adopting cloud-based systems to monitor cash flow in real-
time, which enhances their ability to respond quickly to market fluctuations and reduce the risk of cash

shortages.
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3.1.2. L1Q-2: Diversification of Financing Sources

Most large companies in Indonesia implement a strategy of diversifying their sources of financing, using
revolving credit, capital markets, and equity. This approach helps reduce their reliance on a single financing
source and provides greater flexibility to address liquidity challenges during financial crises.

3.1.3. LIQ-3: Utilization of Technology

Companies using cloud-based software and analytics tools for real-time cash flow management and liquidity
planning exhibit more efficient liquidity management. The use of technology enables them to respond to market
fluctuations more quickly and accurately, improving their overall financial resilience.

3.1.4. LIQ-4: Debt Management

Companies with a balanced debt structure between short-term and long-term debt are better equipped to manage
liquidity. By extending long-term debt maturity, they gain more time to meet obligations without facing
significant liquidity pressure.

3.1.5. LIQ-5: Debt and Investment Policies

Indonesian companies tend to prefer long-term debt with fixed interest rates to avoid fluctuations in interest
rates, thus helping them manage liquidity risks in the long run. This policy helps companies maintain financial
stability despite changes in the financial markets.

3.1.6. LIQ-6: Hedging Strategies

Companies, especially in sectors like energy and manufacturing, utilize hedging instruments such as futures
contracts, options, and swaps to protect themselves from exchange rate and interest rate risks. This strategy
effectively reduces liquidity risks arising from international market fluctuations.

3.1.7. LIQ-7: Communication with Stakeholders

Transparent communication with investors and creditors is crucial in maintaining trust and securing financing,
especially during times of market uncertainty. Companies that communicate openly with stakeholders tend to
have better access to liquidity and are more resilient to financial pressures.

3.2 Discussion

3.2.1 The Importance of Cash Flow Management in Maintaining Liquidity

Effective cash flow management is one of the key factors in maintaining a company’s liquidity stability. Proper
cash flow management enables companies to meet short-term obligations without having to sell valuable assets
or take on high-interest debt. A study revealed that companies with accurate and structured cash flow projections
tend to be more resilient in facing economic uncertainties [21]. Additionally, accurate cash flow projections
allow management to plan for future liquidity needs and avoid cash shortages that could burden the company’s
operations. Maintaining stable cash flow is also crucial for maintaining good relationships with creditors and
investors [22].

In cash flow management, companies need to use adequate tools and systems to monitor cash flow in real-time.
Cloud-based systems used by many large companies allow for more efficient monitoring and responsiveness to
fluctuations in cash flow occurring in day-to-day operations. The use of cloud-based technology in cash flow
management enhances efficiency and the accuracy of real-time cash monitoring, which is critical to detecting
potential liquidity problems early [23]. This technology also gives companies the ability to make liquidity
strategy adjustments quickly, such as reducing costs or reallocating funds from other sources during liquidity
crises.

Success in cash flow management not only depends on the systems and technologies but also on making the right
decisions by management. Research shows that companies with well-structured liquidity policies and led by
experienced management can easily allocate funds to support operations without disturbing financial stability
[24]. Thus, decisions related to cash flow management must involve a deep understanding of the inflows and
outflows of cash in the company, as well as prioritizing obligations that need to be paid at specific times.
Furthermore, it is important for companies to maintain adequate cash reserves as a buffer to face market
uncertainties. A study revealed that companies with sufficient cash reserves can more easily survive crisis
situations because they do not rely heavily on expensive external financing [25]. Cash reserves also provide
flexibility in making short-term and long-term strategic decisions. Therefore, careful planning of cash reserves is
an integral part of sustainable and effective cash flow management.
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3.2.2. Diversification of Financing Sources as a Liquidity Strategy

Diversification of financing sources is an essential strategy used by companies to reduce reliance on a single type
of financial instrument or financing institution. Companies that rely on various financing sources tend to be more
flexible in managing their liquidity, especially when facing economic uncertainties or sudden market fluctuations
[24]. By having access to different types of financing, such as long-term loans, revolving credit, or bond
issuance, companies can access the required funds more easily without having to liquidate assets or face high
borrowing costs.

For example, many companies in Indonesia have started utilizing the capital markets as an alternative funding
source, either through stocks or bonds. This allows them more options to obtain funds at a more efficient cost
and with more flexible terms. Research shows that companies active in the capital markets, besides reducing
reliance on bank loans, also benefit from increased market value, which leads to more stable performance [26].
Thus, financing diversification through the capital markets not only enhances liquidity flexibility but also gives
companies an opportunity to boost their competitiveness in the market.

Companies also use more flexible financing instruments, such as revolving credit facilities, which allow them to
draw funds as needed and repay them according to the company’s cash flow. Revolving credit facilities help
companies manage liquidity more efficiently, as they only pay interest on the amount borrowed, not the entire
facility approved [21]. This is especially useful when facing market uncertainty, where companies cannot always
accurately predict short-term funding needs.

On the other hand, diversification of financing sources also enables companies to maintain good relationships
with various creditors and investors, which in turn improves their access to financing in the future. By having
multiple funding channels, companies can avoid excessive reliance on one source of funds, which might become
more restricted or more expensive during financial crises. This is emphasized in the study showing that
companies with diverse relationships with different financial institutions are better able to withstand uncertain
market conditions and more easily secure the necessary funding [27].

3.2.3. The Role of Technology in Improving Liquidity Management Efficiency

Technology plays a crucial role in liquidity management, especially in monitoring cash flow in real-time. The
use of cloud-based systems and analytical tools allows companies to monitor their cash more efficiently, identify
potential liquidity problems earlier, and respond to market fluctuations more quickly. This technology helps
companies plan their liquidity needs more accurately and enhances transparency in financial management [23].
Additionally, with data-based analytical tools, companies can predict potential liquidity shortages and set up
mitigation strategies in advance. Companies integrating technology into their liquidity planning are able to make
more timely decisions based on more accurate data, making them better prepared to handle market uncertainties
[21]. This technology not only assists in cash monitoring but also in strategic long-term planning for better
liquidity management.

The application of this technology also enables companies to optimize debt and investment management, as
more accurate and timely information allows them to avoid hasty financial decisions. With the ability to monitor
cash flow in real-time, companies can make more informed investment decisions, reduce the need for short-term
debt, and maintain their liquidity stability in the long term.

3.2.4. Debt Management and Its Impact on Liquidity

Effective debt management is crucial in maintaining a company’s liquidity. Companies with a balanced debt
structure between long-term and short-term debt are generally better at managing their liquidity. Companies that
use careful debt management strategies can avoid urgent short-term debt withdrawals, which often strain cash
flow and increase liquidity risks [24]. In contrast, companies with more stable long-term debt can allocate their
funds more efficiently without compromising short-term operations.

Additionally, using long-term debt can give companies more time to plan repayments and manage their
obligations more effectively. Research reveals that companies that extend the duration of their debt and reduce
reliance on short-term debt can maintain liquidity stability even amid economic uncertainty [21]. Long-term debt
with fixed interest rates offers companies more flexibility in planning cash flow and avoids the impact of interest
rate fluctuations on their liquidity.

However, imprudent debt management, particularly with large short-term debt, can lead to significant liquidity
pressures. Research shows that companies overly reliant on short-term debt often face difficulties in meeting
their financial obligations simultaneously, which can undermine their financial stability [25]. Therefore, proper
debt management strategies are essential to ensure that companies can effectively manage liquidity while still
meeting their financial obligations.

3.2.5. Hedging Strategies in Managing Exchange Rate and Interest Rate Risks
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Hedging strategies have become increasingly important in liquidity management, particularly for companies
involved in international transactions or those exposed to fluctuations in exchange rates and interest rates. The
use of derivative instruments such as futures contracts, options, and swaps allows companies to protect the value
of their assets and liabilities from unfavorable changes in the market [21].

In the energy and manufacturing sectors, companies often use hedging to mitigate the risks of commodity price
fluctuations that can affect cash flow and their ability to meet financial obligations. Companies using hedging
instruments tend to have better financial stability because they can lock in favorable prices and interest rates,
reducing the impact of market uncertainty on their cash flows [26].

However, while hedging offers protection against market fluctuations, the use of these derivative instruments
also requires careful management. Research shows that excessive or improper hedging can add complexity to
risk management and increase associated costs [24]. Therefore, companies need to carefully assess the potential
benefits and risks of using derivative instruments in managing their liquidity.

4. Conclusion

Effective liquidity management is crucial for the ongoing operations of a company. In the face of global
economic uncertainty and market fluctuations, companies must ensure that they have enough cash to meet short-
term obligations without incurring high costs or harming their operations. Proper cash flow management,
financing source diversification, and the use of technology to monitor liquidity are key elements that can ensure
the company’s financial resilience in the long term. One proven strategy in liquidity management is the
diversification of financing sources. Companies that rely on various funding sources, such as revolving credit,
equity, and capital markets, have greater flexibility to access funds when needed. This reduces dependence on a
single financing source, which can become limited, especially during liquidity crises.

Digital technology, especially cloud-based software and analytical tools, plays an increasingly important role in
liquidity management. With technology, companies can monitor cash flow in real-time, plan liquidity needs
more accurately, and respond more quickly to market fluctuations. This technology enables companies to
identify liquidity issues early and reduce uncertainty in financial decision-making. Proper debt management,
particularly in maintaining a balance between long-term and short-term debt, is critical in maintaining company
liquidity. By extending the duration of long-term debt and avoiding excessive reliance on urgent short-term debt,
companies can reduce liquidity pressure and be more flexible in meeting financial obligations without
compromising cash stability. Hedging using derivative instruments such as futures, options, and swaps is also
important for mitigating exchange rate and interest rate risks that can affect a company’s liquidity. While
hedging offers protection against external risks, its use must be carefully managed to avoid excessive costs or
overly complex liquidity management strategies.
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